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Question 1                               [12] 
 
Complete the following table: 
 
 
 
 
Question 2                    [12] 
 
The following table refers to the effect of a simultaneous change in supply and 
demand.  Use the information provided to complete the following Table. Your 
answer must be INCREASE, DECREASE, OR UNCERTAIN.                                                                                                                                                 
 
 
Change in 
demand 
Change in 
supply 
Change in Price 
Change in 
quantity 
1 INCREASE INCREASE   
2 INCREASE DECREASE   
3 DECREASE DECREASE   
4 DECREASE INCREASE   
5 UNCHANDED DECREASE   
6 INCREASED UNCHANGED   
 
 
 
 
Output 
(units) 
Total cost 
(TC) 
Marginal 
cost (MC) 
Total 
fixed cost 
(TFC) 
Total 
variable 
cost (TVC) 
Average 
total cost 
(ATC) 
0 100     
1 110     
2 130     
3 166     
4 220     
5 300     
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Question 3                      [6] 
 
In each of the following instances, explain:   
     
 Why the government would introduce such a measure;  
 At which price level should the government set this initiative in order to be 
effective; and 
 What is the effect of such an initiative in the economy. 
 
Maximum Prices: 
 
 
 
 
 
 
Minimum Prices: 
 
 
 
 
 
 
 
 
Question 4                                          [9] 
 
Indicate (by using an X) whether the following statements are true or false?           
                  
Statement True False 
The difference between the expanded and strict 
definition of unemployment is due to encouraged 
workers that do not take active steps to look for 
employment. 
  
If marginal utility is diminishing, total utility must 
also be declining. 
  
A producer’s economic profit is usually higher 
than its accounting profit. 
  
Price and marginal revenue are identical for a 
producer operating under monopolistic 
competition. 
  
GDP for 2006 expressed at 2000 prices is an 
example of nominal GDP. 
  
CPI is used to measure the economic growth of a 
country. 
  
Workers who are replaced by labour-saving 
machines become structurally unemployed. 
  
Monetary policy in South Africa is formulated and 
implemented by Statistics South Africa which is 
the country’s monetary authority. 
  
Personal income tax in South Africa is a 
progressive tax. 
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Question 5                                 [6] 
 
Plot the total output curve. Indicate the increasing marginal returns and 
diminishing marginal returns. Label all the axes. 
 
 
 
 
 
 
Question 6                                            [5] 
 
Name the five main economic subjects that participate in a market-oriented 
economic system. 
         
1.  
2.  
3.  
4.  
5.  
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Question 7                               [10] 
 
 
Graphically depict the impact of increase in the price on the demand and supply 
of milk, of butter (complement), and of margarine (substitute). Label the axes.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Module:  EBE3111/EBE00A1 
June Final Assessment 2016 
Student Number: _________________________ 7 
Question 8 – Multiple Choice 
 
Answer the multiple choice questions on the attached answer sheet on page 12.  
Mark the correct option clearly with a big cross.  Do not remove the staple or any of 
the pages.  The questions are worth 2 marks each. 
 
 
1. Which of the following questions is a topic that would be studied by  
    microeconomics? 
 
   A. Why did production and the number of jobs shrinks in 2009? 
   B. Will the current budget deficit affect the well-being of the next generation? 
   C. How will a lower price of digital cameras affect the quantity of cameras sold? 
   D. What is the current unemployment rate in the South Africa? 
   E. What is the current inflation rate? 
  
Use the diagram below, which indicates maximum combinations of good X and good 
Y that can be produced with available resources, to answer the questions below. 
 
 
 
 
2. On production possibility curve AC 
 
     A. Output combinations D and E represent full and efficient use of resources, but 
          A, C and F represent inefficient resource use. 
     B. Output combination D represents the most efficient use of resources. 
     C. Output combinations A, D, E and C all represent full and efficient resource use. 
     D. Output combination A and C represents less efficient resource use than either    
          D or E. 
     E. The production of goods X and Y require similar factor inputs in similar  
          proportions. 
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3. The outward shift of the curve from AC to BC could arise from 
 
      A. Decrease in the level of unemployment 
      B. Technological progress that affects good X production and good Y production  
           equally. 
      C. An improvement in labour productivity only in the industry producing good X. 
      D. An improvement in labour productivity only in the industry producing good Y. 
      E. A reallocation of resources from X production to Y production. 
 
4. When a Limpopo farmer decides to harvest lettuce using machines instead   
of by migrant workers, the farmer is answering the ________ part of one of 
the two big economic questions. 
 
       A. "How" 
       B. "For whom" 
       C. "Scarcity" 
       D. "What" 
       E. “Normative” 
 
5 The night before a midterm exam, you decide to go to the movies instead of 
studying for the exam. You score 60 percent on your exam. If you had 
studied the night before, you'd have scored 70 percent. What was the 
opportunity cost of your evening at the movies? 
 
      A. 10 percent off your grade 
      B. 60 percent 
      C. 70 percent 
      D. zero 
      E. 4 percent 
 
6. Today, Julie attended her 12:30 Economics class. If she hadn't gone to 
class, Julie would have gone out to lunch with friends. She had other 
options; she could have worked or slept in. Julie's opportunity cost of 
going to class is the 
 
      A. Income she gave up. 
      B. Lunch she gave up. 
      C. Sleep she gave up. 
      D. Income, pleasure, and sleep she gave up 
      E. Economics class 
 
7. Which of the following is a positive statement? 
 
     A. The government must lower the price of a pizza so that more students can  
          afford to buy it. 
     B. The best level of taxation is zero percent because then people get to keep  
          everything they earn. 
     C. My economics class should last for two terms because it is my favorite class. 
     D. Inflation target in South Africa is between 3-6% 
     E. University of Johannesburg is the best University 
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8. In the context of the circular flow of economic activity, which of the 
following would NOT be a traditional activity of the government? 
 
A. Purchases of labour services from households. 
B. Purchases of capital goods from firms. 
C. Provision of public goods and services. 
D. Transfers of tax revenues to low-income groups or regions. 
E. Sales of consumer goods to foreign buyers. 
 
9. Which one of the following statements is correct? 
 
A. A rise in the price of a good will cause the supply curve of that good to shift 
to the right (i.e. the supply of the good will increase). 
B. A fall in the price of a good will result in a rightward shift of the demand 
curve, ceteris paribus (i.e. the demand for the product will increase). 
C. The quantity demanded of a good depends on the availability of the good. 
D. Demand is a synonym for wants. In other words, if a consumer demands a 
good it simply means that he or she wants the good. 
E. A decrease in the prices of the factors of production used to produce a 
certain product will give rise to an increase in the supply of the product 
(illustrated by a rightward shift of the supply curve). 
 
10. When an individual’s income rises, ceteris paribus, his/her demand for half       
a loaf of bread, an inferior good: 
 
A. Rises. 
B. Falls. 
C. Remains unchanged. 
D. Becomes more positive. 
E.   Can be affected in different ways – we need additional information to   
       provide an answer. 
 
The table below shows a hypothetical total utility schedule for a consumer of 
traditional beer. Use the table to answer Questions 5 to 7. 
Traditional beer 
 consumed 
Total 
utility 
0 0 
1 90 
2 190 
3 270 
4 350 
5 420 
6 420 
7 400 
 
Module:  EBE3111/EBE00A1 
June Final Assessment 2016 
Student Number: _________________________ 10 
11. The consumer begins to experience diminishing marginal utility when she 
consumes the:   
A. First traditional beer. 
B. Second traditional beer. 
C. Third traditional beer. 
D. Fourth traditional beer. 
E. Seventh traditional beer. 
 
12. Marginal utility becomes negative with the consumption of the: 
A. Fourth traditional beer. 
B. Fifth traditional beer. 
C. Sixth traditional beer. 
D. Seventh traditional beer. 
E. Third traditional beer. 
 
13. Based on the table above, you can conclude that the:  
A. Marginal utility of the fourth traditional beer is 60 utils 
B. Marginal utility of the second traditional beer is 270 utils. 
C. Average utility of 3 traditional beers is 90 utils. 
D. Average utility of 5 traditional beers is 80 utils. 
E. Total utility of 7 traditional beers is 1020 utils. 
 
14. The vertical distance between the average total cost curve and the average 
variable cost curve:  
 
A. Increases as output increases. 
B. Decreases as output increases. 
C. Is equal to total variable cost per unit of labour. 
D. Is equal to total variable cost. 
E. Is negative. 
 
15. The marginal cost curve intersects the: 
A. AC, AVC and AFC curves at their minimum points. 
B. AC and AFC curves at their minimum points. 
C. AVC and AFC curves at their minimum points. 
D. AC and AVC curves at their minimum points. 
E. TC and TVC curves at their minimum points. 
 
16. Which one of the following statements is correct? 
A. The short run is a time period of one year or less. 
B. The short run is a period of time during which the quantities of all inputs can 
be varied, but technology is held constant. 
C. The short run is a period of time during which the quantity of at least one input 
is fixed and the quantities of the other inputs can be varied. 
D. The long run is a period of time during which the quantities of all factor inputs 
are fixed. 
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E. The time period separating the short run from the long run is at least 3 
months. 
 
17. Which one of the following statements is correct? The demand for the 
product of a perfectly competitive firm: 
A. Slopes downward from left to right. 
B. Slopes upward from left to right. 
C. Is perfectly elastic. 
D. Is perfectly inelastic. 
E. Relatively inelastic 
 
18. A perfectly competitive firm is in equilibrium where marginal cost is equal 
to marginal revenue because: 
A. This is where the optimum factor combination occurs. 
B. It is not possible to expand production in the short run. 
C. At this point average cost is always at its lowest. 
D. No other quantity yields higher profits. 
E. At this point the final unit produced yields the highest profit (per unit). 
 
19. When the demand curve facing the firm slopes downward, marginal 
revenue is less than price: 
A. Because of the principle of diminishing returns. 
B. In the short run, but not in the long run. 
C. Because as the quantity increases, the price must fall on all units.  
D. Because taxes must be paid. 
E. None of the above. 
 
20. If a monopoly market were to be replaced with a perfectly competitive 
market for the same product and with the same cost structure, we would 
expect: 
 
A. Prices to increase, output to increase and efficiency to increase. 
B. Prices to increase, output to decrease and efficiency to decrease. 
C. Prices to decrease, output to increase and efficiency to increase. 
D. Prices to decrease, output to decrease and efficiency to decrease. 
E. Prices to remain unchanged, output to decrease and efficiency to increase. 
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